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Deputy Director ( Intelligence ) 

CUE totbodology of Computing Soviet Gross Hattons! 
Product «*«d Its Academia Critics 


X. this tacEwrandiK, is for your infoxsmtion and is in response 
to your reqpent to B*r« Clint for & ststessent on our Method of ©aftputtn .3 
Soviet gross national product (®P), with reference to tte s^spticisa 
expressed by certain academic scholars in 9 January l$6h issue- of the 

°^ a? Sf ^ tt estimates of about two and oce-hf.lf ter cent 
for the USSR in 1 962 and 1963. 


tbs 


hag a number of top level aatitteKlc consultants, inciting 


ha s been rev iewed, by 
as 


Our i*ethotX of ooaputing Soviet Clip 


satpart. 


J and is essentially the 

has used i n his 0 vn coleul&t Lons . Also, a second 

) I 


1 to*® reviewed otar system of accounts m& 'am used identical 


methods In his «n published • orl, which has received griieral aau&c 


acceptance • neither 1 1 \& v» seen our 

latest octeput&ti<XiS > .however . It should lx' xueationod that no otter 
Independent estimates of Do slot G1P for 19& and 196 teve been 
published. 
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f method of ctssput -eg Soviet gross national product is 

sasBBt&rlsed In the appended research aid, Obstruction of An lade? of 
the Soviet Gross Wat tonal Product , In’ 

a. Estimates of physical product! on fear each major sector 
of the cccncey are obstructed from all avralebie data, and ore 
weighted by cons tent prices.. 

b. The sectors for which such cslculistions of annual output 
caripttfcstions are made are industry, construe tiem, agriculture, 
transportation, aatarami cations, trade and services. 
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c. ffliege sector indexes are combined into an aggregate figure 
by the use of value-added wights for each sector. The value- 
added wight for a sector consists of the sum of wages said salaries, 
depreciation , and profits in the sector. This is a standard compu- 
tational technique, used for example , by the Federal Reserve Board 
in constructing its industrial production index. 

4 . Of hey importance is the wight assigned to each sector of 
origin. The two largest sectors are agriculture and industry, the out- 
put of each cf which contributes about one- third of the total index. 

To show what happened in 1963 to reduce Soviet growth to approximately 
two and one-half percent, the following equally weighted (that is, one- 
third of the total each) simplified Illustration is given: 



Percent Change 

Agriculture 

-4 

Industry 

+7 

All other sectors 

+4 


Total growth 2 TE 

5. While there art many thousands of individual computations in 
any calculation of a nation's gross national product, the key to the 
total growth figure for the USSR in 1963 is as stated at the end of 
the Bey York Times article of 9 January, 

"Several of the economists agreed that the key variable 
in judging the estimate of the Central Intelligence Agency 
was the level of agricultural outwit assumed in making the 

'gjimiaaT' ‘ 

6. It is generally accepted by all U. 3 . specialists concerned 
with the Soviet economy that official output measures for certain 
agricultural comacdltles are inflated and- require significant down- 
ward adjustments. QHR's index of agricultural, output incorporating 
these independent caaaodity estimates was published in the ceaspendiusr 
of papers issued by the Joint Kconomic Cessttittee in 19 ® 8 * Estimate s 
of physical production through 196.1 of major crops and livestock pro- 
ducts were included in this unclassified paper. Wo have received 
only favorable coeBnxmts on this paper, available to academicians for 
over a year. 
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"(, For your information, vc are pncXtjeing a copy of a recent 
unclassified publication , I jlMm Off' foytillttl Industrial l^oduction 
in the UBSS, 1950-61, vhich bus been aistri'bvrbtS to a number of 1 ” 
«S35S3T‘ scholars”. This publication and its lengthy supplement 
give the detail of the ccssputations we use on industrial produc- 
tion, except for the more highly classified Military products. 

This study las been in academic Imn&e for several souths. 
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Acting Assistant Director 
Research and Reports 


Enclosures; (2) 

As stated above. 


Distribution: 

Original and 1 - Addressee 
1 - DDCI 
1 - ER(Ex) 

1 - DD/I 

2 - QAD/RR 

2 - OCh/E/RR 
1 - D/A 
1 - A/U 


0Ch/E/RR [ 


](9 Jan 61) 





cf 





oi V>\\ 
3 



Approved For Release 2003/08/18 : CIA-RDP80B01676R0005001 70002-9 






